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j auim of the Baglonsl aimnwx: ol Appeals whan
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Mimbaact QELisa, I8 vou mre to ba represented by @ e who _,a ot
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atzian @5 im “and Im.w Mm in and &dﬁmm
and  to L ancourage  and  assiet  fady

B, To accept, ssoure aml bandles  funding ko provide

mrtiamwim snd  interest in the development of v
adding processes and .Jiversification of industry
business in said arves;

. B ; &us RO Immt:ad cv wbich mmﬁaw my mmm in
paid umm

acuomplish  aforssaid ..objestives and to  encourage
a1l

c. To jdoin and anter inm agreements for oooperative

relationships with any yerson, €£imms, associazcions,
corporstions, governmental, sunicipsl or m:immiw in
about bthe development w»f the sforecaid asrss . and
sstublishoent or expansion or [sic) »mh industyion
snterpriges Lheoelin.

Te bave all powers and do all t:himgg NACEABATY

o
ek
‘tha
and

w h the foregoing purposes
: aubhorized by .
which Joss pot o

1 jdden {aic) by sn aypress gmvmim anm “m:
o?;mwim forbidden for an pon-proflit evonemic development

zzzarpmatmu to do.

8, To losn monsy or resl estate, chattels, or ¢
gecurity, to wmake unpscured louns or grants 38 ma
necssssry to assist wiih the dsvelopment of the kind
buginsgs or purposes above indicated within said area.

seher
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& of

F. T mmi-m by purchsse, aubmxigmm, or otherwise,

and  to hold and dispose of sestocks, bonds o
abiigatim of any mxgmmuw e mopami:iw i’am& £

+ N <) 4
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mther




“engaged in any ons or mors of the kiods of business o

Cpuarpeses abews indicated, o

G, To incur debt and Lo secure the zaze by pledges or
mortgages  upon any of the property belonging to  ohe

corporation or issuing bonds or other avidences of dubt

necessary o assigt with the development of the kinds of

businsases or purposas sbove described within said ares.

H. Te act &% agent or trustes on Pehalf of cthers %a
sarry out any of the purposes harein set forth,® ?

The Articles of Incorporation were amended on g
phate ¢ G in  orgardzed
exclusivaly for charitabls, veligious, educational, and solentitic
purposes, within the meaning of saction S0L{c) (%), ineluding, for such
purposen, the making of distridbutions to organizations tchab gualify ag
axenpt organiszations under section 501(c) {3} of the Incernal Revenus
Coda, or corresponding ssction of any fubure federal tax cods,

Article IT of the bylaws stabes,

*The obisct of
rhall be to use itz fipsnelal and other resources
BASOULAYE, esuslzt and
and  industry in

. The v x

b WP whall  also  use ltc  financial
to develop and promots residentiasl development in
#® .

On page 2 of the Porm 1023 application,
v stated,

e bwan crested
o help provide Finsnclal agsistance foy LEMPOKETY O
permanent financing to assist new businesses with start-up
costs;  business rebertion oy sxpanzion loans; business
ralocacion projecte; Lo BUCONLEGE Lhe development,
marketing and diversification of industyy, business and
gqualify of life, to cooperate with the state and local
governument in securing and fisanging personal property for
development of rvesidential lote; to help provide financial
agsistance to othar local charity groups which sesk to
improve the quality of life for residents of ¥

operated’

charitable gaming activities within th
mon‘tored by the 63
Rat, procescs aowiemd fyrom the charicasan

3
#

e




. i
g the primavy’ sctivity % |

-804 provides e significant” bage of . full-time and part-vims
-anployment to local individusls who are txeined to sell and
distribute games of chance, The gumesr of chance are

sonducted al suthorizad gaming eites within
Limive The voluntary bosrd of officers of the § :
D saslet to approve disburssment of pet
procesds from chariteble ganming for the good of sconomic
development activities in Wwass  which lsprove the
gquality of life for % yepideants through promotion
ol business, reorsation and residential developmant, i
of ths Board activities work with providing research,
development and financial Bupport to the local businssses
who participate or ssek fivancing provided by W
: 3 ¥ 02 ihe  Acavd
activicies work with the local government  and  its
CORLEACLOrs  or consulbants in pecuring  and davaloping
personal property for vesidentisl iot developmeni. | of
the Board sobivitles work with supporting activities of
other charitable groups within the Sommnanity who seak to
improve the qualify of lifa to the roegidents of the

I the Porm 1023 tha organseation indicaves lts GLOBE YOV LD wars &5
follow:

{partial ysar}
All expenses wers yelated to salaries/wages, occupancy am oparations

of  gaming activities, with the sxception of ths following
copbributions, gifea and grante:

{partial vear)

According to the attachments to Form 1023 these include grants, loans
@




the programs ’ ;
“tharitable TEpresent s porcentags

¢ for gaming activities and stozags from

3 b B
astablisimeny
and

- damas of changs also arxe conducted in facilities owne

T EAY
bsant §

. 2 bas a loan fund program
of its charitable Programe. In sn undabted and
Led in response bo ouy latter dated

that it contends is ona
unsigned leste

R "Ths  purposse

¥y

af ¢

e i to 8 LOULATE  economic
devslopment in the g v trude aves by providing loans

for Job Craation, Job Batention, Business and Industyial
Development, Diversification of  ths  Local Economy,
7 Enhanting local propaxty taxses and Tourism,® :

The explanation further states,
r@ *The i i e haen.
i determined that the £ Anciig for the Loan Pund vrogram is
} to provida o any preject which is  eithes & srarv-up

businsss, existing business, op an  existing bhusiness
ralocation and will create SF #ave primary sector jobg,*

N

The explanation alg - e,

“The residents % g i ar¢ very mobile. Because of
ithe wase of a.cems to t, breervlinte  Bystem and job
oppartunities in Lhe Yrrger g roped {ban Y., residencs
of @ often ~h 0 our of  <owy. whiley § ® io
forrunite to provide sty af T DeCeksary  amenlias  Jov
livelihood, it {e feced +th  Le reality tuat goads are
W provided st « jowsr cost in the larger cities. By
B providing the -mowtuslby Lo work closely and ocreativaely




6 the economic base of our
ol opportunitiss and  tax
rengthes ths sxisting elty

masdion gl canter, and

‘undated and uraigned letter submitted {n re

coples of blank  loan aiiatim wnd  completed
spplications of buminesses who veceived grants and loans, The cover.
hest loan progrem spplication shaten,

o our levter

*The purposs of the

is to  encourage ecouomic
davelopmant in the ' txade area by providing funds
for job corestion; job retention; businsss and induatrial
development;  diversification of the locsl | BTOIRARY §
snhancing local propesrty tax bese; tourigm.

*Primary sector business mys the focus of the

__ G lean  Program wh an
amplanis on job crestion and/or the creab.an of naw waalil,

*Pinancial asaistance availavle through the

: G Laoan Progran may be used
for temporary or permanent Linancing of business ocosts
related to the following

. 1) Baw business start-up projecta
b » 2} Business retsntion or exparsion loans
% 3} Buminess relation projucts”

Tha loan application vequests information ebout the name, address,
type of business, business’ ptrengths and wesknepseaz, and backy round
of individuasls involved in the business. Heither the blank loan
application noxr the copies of completed loan spplications reguest or
provide information about the impact of the businesses’ sctivities on
the Local economy. ‘There im no indication in the documsuta thet Lhe
businessss will oreate new jobs or provide jobs to individuals of =&
charitable class. Thers is no indication in the documents that the
businesaes receiving grants/loans will provids job-training. Thers ig
no indication that spplicant businesses would not othesrwise be able to
obtaln financing from traditional sources.

4 has a8 residential
Gavelopment activity that it also contends is a charitsble activity.
.. has purchased s parcel of

devaopad residential lote, and




"Ras indicated iy xmmtziy sequired another parcel of

% «

ThY. on w&;&#&; trwllllalse davel

H 2 bag non
strated that tﬁw. pales mra restricted to any charitable
xit:&w o dowsincons xmzzm‘

,’%m{m {33 “of “the . Interval. ﬁwfmm {ode  provives oz vha
axemprion from PYedaral income tux for ”Wmmtim #58 any oomoun
chest, " fund, or foundation, organized and opersted exclusively ﬁe)w
raligious, charxitable, sclentific, vesting for public salsty, literayy
or sducationel purposes.ns part of the net sarninges of which inuves to
tm M&Ei&: of any szx*ivata ahammmax or jndividual.”

a&m&m 3.801{) {3} ~3{a) {1} of t:i:w mmm ?M Regulations etates, *In
order to be exenpt as an organization described in section 501{c} {3}, an
- organization must be both organized and operated sxclusively for one or
Hmre of the purposes spaoifisd io such section. If an orgenizstion
faile w nast either the mg&nﬁ.&aﬁimﬂ or oparatioral test, 1t is not

wrempt . *

] C gesviem 1.50%{c) {33»1(@:} {1) of the Incoms Tax Regulations states, “An
¥V organization will e regarded es Coparate? svolusively' for cne or more
 a exempt purposes only if AL engages primarily in ectivibies which
soccemiish one or more of such asespt purposes specifisd in ssotiom
£01{e) {3}, hn organization will pot be so regavded 1f more than an
insubstantisl part of its activities is pob in furthersoce of an exespt

purpose ..

In Better Businese Buresu of Washington, D.C., Ine. v, United Btates,
326 0.8, 279 (134%) the Buprama Court held thas ibe priozsnsze »F a ainale
non-axegpt purpeoss, Lf substantial o natuce, will destroy s elaim for
sxenption regardless »f ths nuxber or i:rmrmzm@ of tyuly exengpl

PUrpOBSE .

. In B.8 W, Group, Inc, v, Cosmicsioner of Inbernal Revepus, 70 7.0, 3852
(1978) the court held the particular manney in which an organization’s
serivities ave comlucted, the commeroisl s of thoss activitiss,
compatition with commercial £izms, and the existence and amount of
annual or accumilated profits. are all releveni evidonoe in Astermining
whether sn ovganization baz & substantial nog-axenpt purposs,

In Help the Children ing, v, Commizgleonsr of Inrernal Reveous, 28 T.0C.
4b35 Lty evemotion uoder secbion 501(ei {3} wam denies Lu &n
BTTT TR & b Avsnd shoan primary sctivity was cim wpliitic~ ~f hingo qames.
The organization did not operate any chaziiellis institevdions and ite
m&ml cmmmblm fum:t&m consisted of contributlong to various
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2 ‘eontributions ave to for-profit
winagues and charities). Bs was trus for Help the Children, Inc.,
1y 8 very mmall portior of contributions sre to charivies, with the
dority golng to non-exempt . entities, Alvbough
__ ,, B refarzed to most of the grante as
bment to page 8 of the ¥Form 1033, the wvast
majority wera to locsl businessss. This is survorted by the coping of
“Bpplications submitted by "
C A0 reoponse. Lo our istter dated

F o

Bul, &v-3%,

wit&

v ¢ charitaeble ﬁmmmum H not mmumm
¢ financial resources. Only between % andfi% of grows revenues are used
for che doan, gesnt and vesidential lot programs, Because the

srganization has opsrated ar & uwi 2288 since ., thase activities

would oonstituke an even smaller percentage of the organization’s
total expenses. '

v o 0 ¥ ir mot 1iks  the
organization described in Rev. Rul. $4-182 a8 its charitsble experises

&.8 PL OOMMANBUTALE WILh resoureen.

axpenssy wers copmenaurate with fisancial resourcsas,

e Ry dows pot qualify  for
exemption under 30%{c) {3} becsuse its economic developmant aotivivies
are not charitable within the measing of gection 501{c) (3},

Bva

ir th

Bacause the programs are not charitable, Lhe croenization sngages  in
subrtantiasl non-exempt activities, According o the Court in the
Better Business Bureau, Inc, the presence of a aon-gxempt Activivy
will deslicy 3 clalim for exemption.

: L P is nov like the
organization demcribed in Rev., Rul. 74-587, and therefore does not
qualify for exemptlon undexr section 501{c} (3}, The organization in
the revenue ruling provided loans to businsuses that wers not able to
obtain financing from traditional wources. i 4 S
8 @ has not demonstrabed that its grant and loan
recipiants cannot obtaln funding elsewhere. fThe application provided
te porancial zreciplents does not sven ask if the reciplents have
applied and/or been scieaiznd for funding from othey sources,

tThe organization in Rev., Rul, 74-587 selected vecipiente cnly after
consulting with other non-profit and governmental unite to identify
undertakings that would £ill a compunity need and offer the
potential oowmmumity bessfiv. ‘ ‘ i

reategy




»

bag not shown ‘4-, it" donsults with other entities whan
lecting reciplents. Other thay s.desire to compate with Cwo other
shy . commnities and ko expand tax bawe,

has uot shown that any particular

nity or nesd is considered.

The' organization in Rev. Rul, 74~%87 gave praflersnce to businesses

bat' . would provide training and enploymant  opportunities for the
unssploysd or undsrenploysd rwsidents of the ayea. The applications
provided by § i o pob ssk 4F
potential rscipients will provide any training or that local residents
would be given prefersnce in hiring.

is like the organicalion
77-111. Like the organization

that was denisd exsmmption in Rev. Rul.
an the revenus ruling
purpose iz Lo revive retall =a
dacline,

les in sn srea suffering economic

Like the organization that was denied exemption im Rew. Rul. 77-114%

i proposes o limitc declining
ting businessss in  nesyby
. L LRRPONER

usiness in th@
commsunicies,
slesrly utates this.

Like the organizstion in Hev. Rul, 77-111 e financial gain acorues to
ike the organization in
_ F hae mome

Rev. Rul. 77-111,
involvemsnt by the local government,

Unlike thes organization in Rev. Rul, 77-111

e v , doas not require minoritisa ov othar r@éiééégé-
be utilized by recipients of funding.

Although this fact is different from the crgsnization denisg exmipl lon
in Rev. Rul, 77-131%, it aleoc is unlike the organizs~ion that did
racelve exenption in Rev. Rul. 74~%87.

Lidke the organization that was denied exemption in Rev., Rul., ?27-111
pajor benefite accorus o S who vecaive aselsbance.

Aleso liks the organization im Bev. Rul. 77-111 aid is not limited to
businesses thal id only locsats in aocavwse of the
activivien of B " ”

7 ‘ residential lot prmgrzm
siss im not chavicable within the meaning of ssetion 501{c) {3}
Information submitted hy ¥




‘ This act&vm“
¢ ct,&fﬁm'mm t‘.hm*":-mm mwwi% on by e m::ml BON - SXBmRT
velopers, | i 'm £act that commercisl developers have taken little or
imﬁmx&m& in: the 1axgmr @mxaaln ﬁ@au not  make the activity
"MX%&&E&Z»Q« . ’. '

i :v.

B mwmng wy . | . .
that sales  are restricted to any charitsble class of
individuals such as minorities or low-income individuale. Coples of
purchase contyacts show no pestriotions, Hether, the program is part
of an overall attampt Lo inorsase the tm»bma unioh L& not =
charitable activity within the mesning of 501{e; {3}.

Argording to the holding io B. 8. %M. Oroup, Ing. the cowmercisl bus of
avcivities ave avidence of 8  substantial aoti-axenpt purposs.
Aceording to Battar Business Bureau, Jjnc,, 2 substantial non-axempl
purpose precludes exsmption under ssction 501{c} (3}.

xesponse Lo our letter dated ¢
' vin B mupported ite clalm for aue mm;x by  cliting
excaptions regarding charitable ganing from imnmctim to Form 930
wand Publiication 30792. In both sases, the colited materiale sre related
to iLspuez and rules of unrelated business income taxation.,  Unzalated
Cbusinesa income tsxation yules only apply to axrgmimtimm t:}mt;

almmd& have besn recoguizad ss  sxenpt. ha
haz not bean recognized as exempt, unrelated

hwimzw incoes tmatau rulae are pot appliccble. Addivionally,
thazs 48 0o legs)l suchority that allows s orxganization to gupport &
Cglaim for exemption solely based on unrelsted usiness income taxation

rules,

Baw& onn the information aumuma &8  pare of f
& lication Zor  sxsagption, b
: ‘ P axpenditurss are not axwapt within
the meaning of section 501()i3) and congtitute a substantial non-
wxampt purpose. Bven L8 the activitiess were charitable, thsy are not
pongansurate with Cinancial resourses,

W L2 R SAIE Sbaan

does not qualify fer sxemption under ssction 501{c) (3} of
the Intsrnal Revanue Uode.

hocordingly




